DEPARTMENT OF TAXATI ON

Amendnents to Chapter 18-243
Hawai i Adm ni strative Rul es

June 28, 2002

SUMVARY
The Historical Note is updated.

818-243-4 i s anended and renunbered as
818-243-4-01 and §18-243-4-02.

A new section 8§18-243-7-01 is added.



§18-243-4-01

Hi storical Note: Chapter 243 of Title 18, Hawai
Adm ni strative Rules, is based substantially upon
Regul ation No. 70-11 of the Departnent of Taxation”
[Eff 6/12/70; R 2/16/82] and Regul ation No. 72-3 of the
Departnent of Taxation [Eff 7/1/71;, R 2/16/82];
[am ].

8§18-243-4-01 Refund of fuel taxes in excess of 1
cent per gallon for certain liquid fuels used for
operating agricultural equipnment in areas other than
upon the public highways of the State. (a)
Definitions. For purposes of section 18-243-4-01:

“Agricul tural equi pnent” neans any vehicle or
nmechani cal apparatus powered by its own notor or engine
using liquid fuel and (1) used in carrying on a trade
or business in the State involving agriculture, (2)
used in connection with cultivating soil; raising or
harvesting any agricultural or horticultural commodity,
i ncluding the raising, shearing, feeding, caring for,
trai ni ng, and managenent of |ivestock, bees, poultry,
fur-bearing animals and wildlife; handling, drying,
packi ng, grading, or storing any agricultural or
horticultural comodity in its unmanufactured state;
planting, cultivating, caring for, or cutting of trees
or in connection with the preparation (other than
mlling) of trees for market; but only if such
operations are incidental to the farm ng operations;
operati ng, managi ng, conserving, inproving, or
mai ntaining a farmand its tools and equi pnent.

“Liquid fuel” nmeans |liquids usable in interna
conmbustion engi nes for the generation of power and
refers to paragraphs (3) through (6) of section 243-
4(a), HRS; provided however that for purposes of
section 18-243-4-01 the termshall not include:

(1) Diesel oil

(2) Gasoline or other aviation fuel used for

ai r pl anes, and

(3) Liquefied petrol eum gas, benzol, benzene,

tol uol or xylol.

“Non- hi ghway or off the hi ghway use" neans use of
liquid fuel for operating agricultural equipnent in
areas ot her than upon the public highways of the State.
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“Publ i c hi ghways” means the sane as the termis
defined in section 264-1, HRS.

(b)
(1)

(2)

(3)

Amount of refund; exceptions.

Rates. The anount of state and county fue
taxes subject to refund shall be determ ned
by multiplying the nunber of gallons of
liquid fuel used by the tax rates as provided
under: (A) paragraphs (3) through (6) of
section 243-4(a), HRS, in excess of 1 cent
per gallon and (B) section 243-5, HRS,
respectively.

Any interest accruing on a claimfor refund
shall be made as provi ded under sections 231-
23(c) (1) and 231-23(d)(1) and (2), HRS.
Exceptions. Fuel taxes paid on liquid fuel
used for hi ghway purposes or on non-
agricultural equipnent and |iquid fuel exenpt
fromtax as provided under sections 243-7 and
243-4(d), HRS, shall not be subject to

r ef und.

Filing of claim when and how.

The ultimate user of the liquid fuel may
obtain a refund by filing a claimaquarterly
or annually with the Tax Collector in the
ultimte user’s taxation district.

A claimnmay be filed quarterly if the anount
of refund is in excess of $1,000 within any
cal endar quarter. \Were the anmount of refund
within a cal endar quarter is not in excess of
$1, 000 but the cunul ative anpbunts for two or
nore cal endar quarters exceed $1,000, a claim
for refund covering such cal endar quarters
may be filed. Any claimnot exceeding $1, 000
quarterly or cumul ative quarterly shall be
filed on a cal endar year basis regardl ess of
the basis used for record-keepi ng purposes or
for filing other tax returns.

Exanple: “A” Corporation is a cal endar year
taxpayer. It conputed the follow ng anmounts
of allowable liquid fuel taxes paid at the
end of each quarter:
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January 1 through March 31 $2, 500
April 1 through June 30 500
July 1 through Septenber 30 600
Cct ober 1 through Decenber 1 1, 500

“A’” Corporation may elect to file quarterly
clainms for the quarters ending March 31 and
Decenber 31. It may not file quarterly
clainms for the quarter ending June 30 and
Sept enber 30 since the amobunts within those
quarters were less than $1,000. However, the
refund for such quarters may be conbi ned and
the cumul ati ve anmount of $1, 100 ($500+$600)
may be clained for the quarter ending
Sept enber 30.
(d) Allocation of use. Liquid fuel used on
agricultural equi pnent operated both off and on the
hi ghways of the State nay be allocated on actua
gal | ons used, percentage of total gallons used or other
basi s acceptable by the director. Such allocation nust
be based, however, upon operating experiences and
supported by taxpayer’s records.

(e) Information to be furnished on claim An

item zed |ist showing the various agricultura

equi pnent utilized and the correspondi ng nunber of
gallons of liquid fuel used on such agricultura

equi pnent need not be submitted with the claim
Generally, a claimfor refund shall be supported by the
furni shing of the follow ng informtion:

(1) Total gallons on hand at begi nning of period.

(2) Total nunber of gallons of liquid fue
pur chased during the period.

(3) Total nunber of gallons of liquid fuel used
on non-agricul tural equi pnent or for highway
pur poses.

(4) Total nunber of gallons of liquid fuel used
on agricultural equi pnment for non-hi ghway
pur poses.

(5) Total nunber of gallons of liquid fuel on
hand at end of the period.

(6) Nane of the county in which the liquid fue
was used. (Separate claimto be filed for



§18-243-4-01

each county).

(7) Nane of the seller or sellers.

I f, however, separate records are maintained for liquid
fuel used on each agricultural equipnent, information
on itenms in paragraphs (1), (2), (3), and (5) of the

f oregoi ng need not be furnished.

(f) Records. Taxpayers are expected to keep at
their principal place of business in the state such
records as will enable the director to verify the
accuracy of the refund clained. The records nust show
separately the nunber of gallons of liquid fuel used
for the purpose that will qualify for refund. [Eff
2/ 16/ 82; am and ren ] (Auth: HRS §8231-
3(9), 243-4, 243-16) (Inmp: HRS 8§243-4)
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818-243-4-02 Refund of fuel tax on diesel oil and
| i quefied petrol eum gas used for operating notor
vehicles in areas other than upon the public highways
of the State. (a) Definitions. For purposes of
section 18-243-4-02:

“Diesel oil” neans diesel oil for which tax rates
are provided in paragraph (1) of section 243-4(a), HRS,
and paragraphs (1) through (4) of section 243-4(b),
HRS.

“Liquefied petroleumgas” neans |iquefied
petrol eum gas for which tax rates are provided in
par agraphs (1) and (2) of section 243-4(c), HRS.

“Non- hi ghway use” or “off the highway use" neans
use of diesel oil or liquefied petroleumgas for
operating notor vehicles in areas other than upon the
publ i c hi ghways of the State.

(b) Furnishing of exenption certificate;
exception.

(1) For any user of diesel oil or |iquefied

pet rol eum gas who furnished an exenption
certificate to the distributor, or the

di stri butor who uses diesel oil or liquefied
pet rol eum gas signs such certificate,
certifying that diesel oil or liquefied
petroleumgas is for use in operating notor
vehi cl es off the public highways, the taxes
i nposed under paragraphs (1) through (4) of
section 243-4(b), HRS, and paragraph (2) of
section 243-4(c), HRS, shall not be
appl i cabl e.

(2) In the event an exenption certificate is not
or cannot be furnished to the distributor,
the tax shall be inposed upon all sales for
operating notor vehicles and collected as if
the diesel oil or liquefied petroleumgas is
to be used for operating notor vehicles upon
t he public highways of the State.

(3) Exception. An exenption certificate shal
not be required if (i) diesel oil is used as
a fuel for operating a stationary engine,
wat ercraft, or for heating purposes, or (ii)
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| i quefied petroleumgas is used exclusively

for fuel and heating purposes in a hone,

restaurant, or an industrial plant and not
used for operating an internal conbustion
engi ne in such areas. Notw thstanding the

foregoi ng exception, the inposition of the 1

cent tax with respect to diesel oil used for

pur poses stated therein shall not be

exenpt ed.

Anmount of refund; interest thereon.

The anmount of state and county fuel taxes

subject to refund shall be determ ned by

mul ti plying the gallons of:

(A) Diesel oil used for operating notor
vehi cl es off the highways by the tax
rates as provi ded under sections 243-
4(b) (1) through (4), HRS, and 243-5,
HRS, and

(B) Liquefied petrol eum gas used for
operating notor vehicles off the
hi ghways by the tax rates as provided
under sections 243-4(c)(2) and 243-5,
HRS.

Any interest accruing on a claimfor refund

shall be made as provi ded under sections 231-

23(c) (1) and 231-23(d)(1) and (2), HRS.

Cl ai m ng of refund; when and how.

The ultimte user of the diesel oil or

| i quefied petroleumgas nay obtain refund of

al | taxes inposed under paragraphs (1)

t hrough (4) of section 243-4(b), HRS, and

par agraph (2) of section 243-4(c), HRS, by

filing a claimformquarterly or annually
with the Tax Collector in the ultimte user’s

taxation district in a situation where: (A

an exenption certificate was not or could not

be furnished to the distributor and the tax
was i mposed and col | ected as provi ded under
par agraph (b)(2); or (B) the diesel oil or

|l iquefied petroleumgas was initially

pur chased and i ntended for use upon the
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hi ghways but was subsequently used off the

hi ghways.

A claimnmay be filed quarterly if the anobunt
of refund is in excess of $1,000 within any
cal endar quarter. \Were the anmount of refund
within a cal endar quarter is not in excess of
$1, 000 but the cunulative anpbunts for two or
nore cal endar quarters exceed $1,000, a claim
for refund covering such cal endar quarters
may be filed. Any claimnot in excess of
$1,000 quarterly or cumnulative quarterly
shall be filed on a cal endar year basis
regardl ess of the basis used for record
keepi ng purposes or for filing other tax
returns.

Exanple: “A” Corporation is a cal endar year
taxpayer. It is entitled to refund of the
foll ow ng anobunts of diesel oil and Iiquefied
petrol eum gas taxes inposed and paid as

provi ded under paragraphs (1) through (4) of
section 243-4(b), HRS, and paragraph (2) of
section 243-4(c), HRS, at the end of each
quarter:

January 1 through March 31 $2, 500
April 1 through June 30 500
July 1 through Septenber 30 600
Cct ober 1 through Decenber 1 1, 500

“A’” Corporation may elect to file quarterly
clainms for the quarters ending March 31 and
Decenber 31. It may not file quarterly
clainms for the quarters ending June 30 and
Sept enber 30 since the amobunts within those
quarters were |less than $1,000. However, the
refund for such quarters may be conbi ned and
the cumul ati ve anmount of $1, 100 ($500+$600)
may be clained for the quarter ending

Sept enber 30.
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(e) Allocation of use. Diesel oil and |iquefied
petrol eum gas used for operating notor vehicles both
of f and on the highways of the State may be all ocated
on actual gallons used, percentage of total gallons
used or other basis acceptable by the director. Such
al | ocati on nmust be based, however, upon operating
experiences and supported by taxpayer’s records.

(f) Information to be furnished on claim An
item zed |ist showing the various notor vehicles
utilized and the correspondi ng gallons of diesel oi
and |liquefied petroleum gas used on such notor vehicles
need not be submtted with the claim A claimfor
refund shall be supported by furnishing the follow ng
i nf ormati on:

(1) Total gallons on hand at begi nning of the

peri od.

(2) Total gallons purchased during the period.

(3) Total gallons used for off the public highway

pur poses.

(4) Total gallons used for purposes other than in

par agraph (3).
(5) Total gallons on hand at end of the period.
(6) Nane of the county in which the diesel oil or
| i quefied petrol eum gas was used. (Separate
claimto be filed for each county).

(7) Nane of the seller or sellers. [If, however,

separate records are mai ntained for diese

oil and liquefied petrol eum gas on each notor
vehicle, information pertinent to itens in
par agraphs (1), (2), (4) and (5) of the

f oregoi ng need not be furnished.

(g) Records. Taxpayers are expected to keep at
their principal place of business in the State such
records as will enable the director to verify the
accuracy of the refund clained. The records nust show
separately the gallons of diesel oil or liquefied
petrol eum gas used for the purpose that will qualify
for refund. [Eff 2/16/82; am and ren ]
(Auth: HRS 8§88231-3(9), 243-4, 243-16) (lnp: HRS 8243-
4)
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818-243-7-01 Tax not applicable, sale of bonded
aviation/jet fuel. The fuel tax shall not apply to the
sal e of bonded aviation/jet fuel to air carriers
departing for foreign ports or arriving fromforeign
ports on stopovers before continuing on to their final
destinations. [Eff ] (Auth: HRS §8231-
3(9), 243-16) (Inp: HRS 8§243-7)
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Amendnents to chapter 18-243, Hawai
Adm ni strative Rules, on the summary page, dated June
28, 2002, were adopted on June 28, 2002, after public
notice was published in the Honolulu Star Bulletin, The
Garden Island, The Maui News, Hawaii Tribune-Herald,
and West Hawaii Today on May 28, 2002.

These anmendnents shall take effect ten days after
filing wwth the Ofice of the Lieutenant Governor.

MARI E Y. OKAMURA
Director of Taxation

APPROVED:

BENJAM N J. CAYETANO
Gover nor
State of Hawai i

Dat e:

APPROVED AS TO FORM

Deputy Attorney Ceneral

Fil ed



